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Hugo Chavez Frias, the former lieutenant colonel who tried unsuccessfully to topple the Venezuelan
government in 1992, won an impressive victory in the Dec. 6 presidential election. The presidentelect has assured Venezuela's business class and foreign investors that his election will not mean
a radical departure from prevailing free-market policies. Despite the categorizations of Chavez by
his opponents as a "dictator-in-waiting" and a demagogue, Venezuela's poor majority flocked to the
polls to support him.
Of the eleven other candidates, Chavez's only serious challenge was Yale- educated Henrique Salas
Romer, the choice of the political establishment. Chavez took about 56% of the vote, with Salas
taking 39%. Irene Saez, the former Miss Universe who led the polls until May when she received the
endorsement of the Comite de Organizacion Politica Electoral Independiente (COPEI), finished a
distant third, with 3% of the vote.
About 65% of registered voters went to the polls. By mid-day, the number of voters at polling
stations around Caracas had exceeded the total who voted in congressional and state elections in
November. In those elections, the Polo Patriotico coalition, which includes Chavez's Movimiento
V Republica, won a plurality with a third of the legislature and eight of the 23 governorships (see
NotiSur, 11/13/98).
The two traditional, and now widely discredited political parties the social democrat Accion
Democratica (AD) and the social Christian COPEI which have alternated in power during the past
40 years, presented no candidate. Both withdrew support for their nominees in the last week of
the campaign to put their well-financed political machinery behind Salas in a last-ditch effort to
defeat Chavez. The move evidently backfired, however, compromising Salas by association. Most
Venezuelans blame the two traditional parties for squandering the country's huge oil reserves,
the largest outside the Middle East, and for the political corruption widely blamed for declining
living standards and the widening gap between rich and poor. Almost 80% of the population live in
poverty and 40% live in dire poverty.
The race sharply divided Venezuela along class lines. Analysts talked of the excluded 80% sending
a message of rejection to the ruling elite for its cronyism and inability to more evenly distribute the
benefits of the oil wealth. Both supporters and detractors of Chavez agree that his popularity is a
response to the government's longstanding neglect of the poor majority.
The growing frustration has led many to question the value of democracy, which the poor say has
been little more than a cover for institutional corruption. "Chavez has been pushed by a wave
of resentment and frustration and protest against corruption and against economic policies that
haven't delivered for the great majority," said political scientist Anibal Romero. Although the
AD and COPEI have been losing ground for several years, sharing power with the Causa Radical
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(Causa R), the Movimiento al Socialismo (MAS), and President Rafael Caldera's Convergencia
Nacional, Chavez is the first president in Venezuela's 40 years of democracy to come from outside
the traditional party elite. "This will be a government of neither the left nor the right" because
"that has been left behind, those labels don't exist for me," said Chavez. "It will be a civic humanist
government because it will put in first place, at the center of its attention, human beings."
Chavez says he will pursue a "third way" between socialism and unbridled capitalism. He has also
pledged to convene a constituent assembly to rewrite the Constitution. "There is no place for big
celebrations because the tragedy hitting the people is so big," he said in his first public address
as president-elect. "I can't celebrate because there are still abandoned children in the streets and
people who won't even eat breakfast today." Economic woes will be serious challenge for new
president Chavez "will face tremendous macroeconomic difficulties in his first year in office," said
Andres Mata, editor of El Universal newspaper.
A collapse in the price of oil, which provides around 75% of the country's export earnings, has
combined with staggering interest rates to push the economy into recession after it started the year
with strong growth. In addition to the deepening recession, an overvalued currency, and one of the
highest inflation rates in Latin America are among the economic issues the new government will
face in February. Venezuela's fiscal deficit is expected to reach 5% of GDP, inflation is projected at
30%, and the overvalued bolivar currency is prompting fears of devaluation. The threat of a new
banking crisis also worries analysts.
The financial system nearly collapsed in 1994 just as President Caldera took office, requiring a US
$7 billion bailout. "Next year looks like it could be disastrous," warned Robert Bottome, head of
VenEconomy consultants in Caracas. Finance Minister Maritza Izaguirre's recent forecast of 3.1%
economic growth in 1999 was dismissed as unrealistic by most analysts. "I think she is being far too
optimistic," said Ricardo Penfold, chief analyst with Caracas-based Santander Investment.
Penfold forecast a 2.6% decline in GDP next year, which would mean job losses and cuts in
investment. Chavez nevertheless sent jittery financial markets a positive message, and they
responded with stocks jumping 22% on Dec. 8, only to drop 10% two days later. "The market is
giving him the benefit of the doubt," said Penfold. "But he still has to deliver with sound economic
policies and a new Cabinet that has as much credibility as he has gained in only two days."
Under his presidency, Chavez said, Venezuela will honor foreign-debt commitments but will try
to restructure the US$55 billion foreign debt. Debt service eats up 30% of the national budget. He
said he will cut the bloated and inefficient public sector, and clamp down on rampant tax evasion,
which he estimates at US$5 billion a year, or 5% of GDP. While Chavez promised to find an extra
US$5 billion by tightening the inefficient tax-collection system, analysts doubt it can be done, since
more than 40% of the work force is in the informal economy. And support for tax reforms, such as
the introduction of a full value-added tax (impuesto al value agregado, IVA), will be unpopular with
the left-wing congressional coalition backing Chavez.
Chavez also promised to increase the US$170 per month minimum wage, which covers only half the
basic necessities for a family of five, cut more than half of Venezuela's 30 state ministries, and rein
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in the huge state oil company, Petroleos de Venezuela (PDVSA), which he called a "state within a
state." Just days ago, Chavez said, the oil company approved a US$11 billion investment plan "when
there's not even US$1 billion for universities or for health care. This can't be. This will end. This has
ended."
Chavez victory watched carefully in region In the past decade, dictatorships have given way
to formal democracies in Latin America, and state-run economies have generally ceded to free
markets. Yet the gulf between rich and poor has widened. "There's a limit to patience for systems
that are not delivering and that are perceived as corrupt," said Michael Shifter, program director at
the Inter-American Dialogue in Washington, DC. The election of Chavez "is a warning to political
establishments throughout Latin America. I don't think there's a broad turn to populist economics
and authoritarian politics, but I do think there's dissatisfaction and frustration."
Former US president Jimmy Carter, in Venezuela as an election observer, warned that democracies
are not addressing growing gaps between rich and poor and the result could be social explosions.
"If the plight of the poor is not recognized, if there is not more equitable sharing of the wealth of
a nation, then we're going to see revolutions in the future in more countries," he said. "My hope
is that the revolutions can be like the one yesterday in Venezuela, of a peaceful nature." [Sources:
El Nuevo Herald (Miami), 12/04/98; Clarin (Argentina), Notimex, 12/06/98; CNN, Reuters, Spanish
news service EFE, 12/06/98, 12/07/98; Inter Press Service, 12/07/98; The Miami Herald, 12/08/98;
Associated Press, 12/04/98, 12/07-09/98; The New York Times, 12/06/98, 12/07/98, 12/09/98]
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